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A  statement  on  establishment  of  a  woodworking  plant  at 
TYGAET  VALLEY  HOfylESTEADS 

The  Tygart  Valley  Homesteads,  located  near  Elkins ,  Yfest  Virginia, 
was  initiated  by  the  Division  •f  Subsistence  Homesteads  of  the  Depart- 
ment of  the  Interior,  pursuant  to  Title  II  of  the  National  Industrial 
Recovery  Act,  as  a  subsistence  homestead  project  to  care  for  families 
made  destitute  because  of  shutdowns  in  the  liimber  and  coal  mining  in- 
dustries in  I'Yest  Virginia.     The  project  was  subsequently  transferred 
by  Executive  Order  to  the  Resettlement  Administration  and,  thereafter, 
to  the  Secretary  of  Agriculture,    The  Tygart  Valley  Asstciation,  in- 
corporated under  the  laws  of  Vfest  Virginia,  is  a  cooperative  organiza- 
tion formed  by  the  resident  members  of  Tygart  Valley  Homesteads  to  con- 
duct the  various  enterprises  undertaken  by  the  homesteaders  to  provide 
a  livelihood  for  themselves. 

The  need  for  creating  employment  opportunities  for  the  stranded 
workers  in  this  project  requires  the  establishment  of  privately  ovmed 
and  operated  industry  in  order  to  obviate  the  necessity  for  direct 
Government  employment  of  these  homesteaders. 

After  mature  consideration  and  investigation  of  the  dimension 
stock  industry,  a  plant,  manufacturing  dimension  parts  and  other  wood 
products,  was  agreed  upon  and  an  agreement  made  for  its  establishment. 

The  Government  made  a  loan  of  ^;330,000'to  this  Association, 
and  the  Association  provided  an  additional  070,000  from  funds  previous- 
ly borrovred,  to  make  up  the  amount  of  v400,000  necessary  for  the  in- 
vestment of  v250,000  in  plant  and  equipment,  and  :;:150,000  in  working 
capital.    Title  to  the  plant  and  equipment  will  be  vested  in  the  Tygart 
Valley  Association,  and  the  Association  will  give  a  mortgage  to  the 
Government  on  the  plant  and  equipment  as  partial  security  for  the 
loans.    All  of  the  ^150, 000  of  stock  in  the  operating  company  will  be 
owned  by  the  Tygart  Valley  Association,  and  the  Association  vrill  pledge 
all  that  stock  to  the  Government  as  further  security  for  the  loans. 

The  Government  loans  were  made  for  a  period  of  40  years  at  the 
interest  rate  of  Z%,     The  Association  is  required  to  pay  annually,  in- 
terest for  the  first  three  years  on  the  loans,  and  thereafter,  f»r 
thirty-seven  years,  is  required  to  pay  4.511^  on  all  unpaid  balances, 
4,511^  is  the  amortization  factor  for  principal  and  interest  at  S% 
for  thirty  seven  years.    The  Association,  likewise,  is  required  to  pay 
to  the  Gevernment,  on  account  of  its  indebtedness,  all  dividends  receiv- 
ed from  the  operating  company,  and  all  other  money  v^hich  may  be  returned 
to  the  Association  by  the  operating  company  for  whatever  reason. 

The  Association  will  lease  the  plant  and  equipment  to  the  opera- 
ting company  for  a  period  of  forty  years  at  a  rental  equivalent  to  the 
Association's  fixed  obligations  to  the  Government  in  respect  to  the  pro- 
ceeds of  the  loans  invested  in  land,  buildings,  equipment  and  working 
capital,  plus  property  taxes  levied  against  the  plant  site,  buildings, 
and  equipment,  and  insurance.     The  minimum  rental  is  ^6,000  per  annum, 
and  the  maximum  is  g 18, 044  per  annum,  plus  taxes  and  insurance. 


In  addition  to  the  lease  obligations  above  described,  the  con- 
tract provides  that  out  of  net  income,  after  deductions  for  rent,  in- 
terest, taxes,  insurance,  plant  iriainterjance ,  reserves  and  all  other  pro 
per  charges,  an  rjr..ount ,  if  available,  shall  be  sot  aside  by  the  Corpora 
tion  at  the  end  of  each  fiscal  year  in  a  separate  account  for  deprecia- 
tion of  the  factory  and  equipment,  to  be  calculated  in  accordance 
mth  methods  approved  by  the  United  States  Bureau  of  Internal  Revenue 
for  income  tax  purposes;  and  this  fund  shall  be  invested  in  Government 
bonds.    This  sum  shall  then  bo  placed  in  a  trust  accoiint  on  the  books 
of  the  Corporation  for  use  in  m-aking  replacements  or  improvements  in 
the  factory  or  the  equipment,  and  the  expenditures  from,  this  fund  for 
such  purposes  shall  be  made  only  vri.th  the  approval  of  the  Government. 

The  Tygart  Valley  Association  has  contracted  for  the  services 
of  J.  D.  Burge,  CD.  Dosker  and  C.  B.  Castner,  principal  officers 
of  Gamble  Brothers,  Inc.,  Louisville,  Kentucky,  under  a  five  year  re- 
ne"vra.ble  Management  Contract,  to  manage  the  erection  by  private  contract 
and  the  equipment  and  operation  of  the' plant.    The  Managers  mil  be  com 
pensated  by  a  participation  in  profits,  plus  a  nanageni-ent  fee. 

In  the  event  of  the  Managers'  desire  to  acquire  oimership  of 
the  operating  company  through  the  exercise  of  an  option  to  purchase  the 
outstanding  stock  at  a  premium,  the  payment  to  the  Association  must  be 
used  for,  and  will  be  adequate  to  fully  repay  to  the  Government  that 
portion  of  the  loan  used  for  vrorking  capital.    Before  the  purchase  of 
the  stock  by  the  Mojiagers,  all ■  undistributed  surplus  must  be  paid  as 
dividends  to  the  Association  v.''hich,in  turn,  is  required  to  apply  this 
money  towards  its  indebtedness  to  the  Government. 

The  agreement  prc/ides  that  all  operations  in  connection  with 
the  enterprise  shall  be  conducted  in  accordance  vrlth  labor  relations 
provisions  to  be  prescribed  from  time  to  time  by  the  Secretary  of  Ag- 
riculture, including  provisions  for  maximum  hours  of  labor,  minimum 
rates  of  pay,  free  collective  bargaining  and  the  prohibition  of  child 
labor.     The  establishment  of  wage  and  hour  standards  by  the  Secretary 
to  apply  to  the  operation  of  this  enterprise  vdll  prevent  the  company 
from,  obtaining  any  competitive  advantage  through  labor  costs.     The  Sec- 
retary of  Agriculture  has  approved  a  minimum  wage  rate  of  35pf  per  hour. 

The  plant  vdll,  of  coixrse,  be  subject  to  assessment  and  taxa- 
tion the  same  as  any  other  privately  ovmed  property. 

The  VBTJi  material  for  this  plant  mil  be  secured  from  privately 
oivned  timber  lands  and  from,  the  Monongahela  National  Forest. 

There  will  not  be,  nor  can  there  be,  any  subsidy  in  government 
stumpage.    The  National  Forest  stum.page  will  be  sold  in  accordance  vdth 
the  law,  namely  by  appraising  its  value  and' then  opening  it  to  competi- 
tive bidding  follomng  public  advertisement,  subject  to  the  regulations 
of  the  Secretary  of  Agriculture. 
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This  plant  v.'ill  purchase  some  savrlcgs,  "but  principally  tolts 
and  rough  lumber  manufactured  by  local  loggers  and  mill  operators 
large  or  snail,  v^'ho  can  produce  the  types  of  m^.terial  desired.  The 
operation  \7ill  utilize  materials  from  trees  of  small  size  and  ■poor 
quality  and  materials  in  certain  portions  of  tops  of  the  better 
timber,  hert>tofcre  considered  ur^mer  chant  able  or  unprofitable  to  the 
savmiill  operator  in  the  "vicinity,  and  left  in  the  \TOods.     The  an- 
ticipated production  of  froin.  6,000,000  to  10,000,000  feet  of  wood 
products  annually  is  a  negligible  part  of  the  total  production  of  hard 
woods.     It  therefore  v/ill  open  up  new  markets  to  the  local  logger, 
sav.TiLill  man,  and  forest  land  owner  for  materials  that  C8.n  be  utilized 
to  an  extent  heretofore  not  possible. 

This  operation  will  be  a  considerable  facxor  in  stiii.iulating 
local  woods  and  milling  operations  by  furnishing  a  new  market,  in 
putting  men  on  the  payrolls  formerly  unemployed,  and  providing  a 
cash  income  to  the  oTOers  of  cutover  or  culled  woodland.    This  new 
industry  plans  to  conduct  no  logging  or  transportation  of  logs  and 
no  sav/milling  except  at  its  ovm  plant,  will  have  no  control  over 
wages  and  hours  of  the  operators  supplying  it  with  logs,  bolts,  and 
rough  lumber. 
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